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Management's Responsibility

To the Mayor and Councilors of the Town of Fort Frances:

Management is responsible for the preparation and presentation of the accompanying consolidated financial statements, including
responsibility for significant accounting judgments and estimates in accordance with Canadian public sector accounting standards.
This responsibility includes selecting appropriate accounting principles and methods, and making decisions affecting the
measurement of transactions in which objective judgment is required.

In discharging its responsibilities for the integrity and fairness of the consolidated financial statements, management designs and
maintains the necessary accounting systems and related internal controls to provide reasonable assurance that transactions are
authorized, assets are safeguarded and financial records are properly maintained to provide reliable information for the preparation
of consolidated financial statements.

The Council is compaosed primarily of members who are neither management nor employees of the Municipality. The Coundil is
respansible for overseeing management in the performance of its financial reporting responsibilities. The Council fulfils these
responsibilities by reviewing the financial information prepared by management and discussing relevant matters with management
and external auditors. The Council is also responsible for recommending the appointment of the Municipality's external auditors.

MNP LLP is appointed by the Mayor and Councilors to audit the consolidated financial statements and report directly to them; their

report follows. The external auditors have full and free access to, and meet periodically and separately with, both the Council and
management to discuss their audit findings.

May 25, 2026

Mayor Treasurer




Independent Auditor's Report

MNP LLP

607 Portage Avenue, Fort Frances ON, P9A DAY

To the Mayor and Councilors of the Town of Fort Frances:
Opinion

We have audited the consolidated financial statements of the Town of Fort Frances and its subsidiaries (the
“Municipality"), which comprise the consolidated statement of financial position as at December 31, 2025, and the
consolidated statements of operations and accumulated surplus, changes in net financial assets and cash flows for
the year then ended, and notes to the consolidated financial statements, including a summary of significant
accounting policies.

In cur opinion, the accompanying consclidated financial statements present fairly, in all material respects, the
consolidated financial position of the Municipality as at December 31, 2025, and the results of its consolidated
operations, its consolidated remeasurement gains and losses, changes in its consolidated net financial assets and its
consolidated cash flows for the year then ended in accordance with Canadian public sector accounting standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the Municipality in accordance with the ethical
requirements that are relevant to our audit of the consolidated financial statements in Canada, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with Canadian public sector accounting standards, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Municipality's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Municipality or to cease operations,
or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Municipality's financial reporting process.

T:807.274.9848 F:807.274.5142

r(‘@ PRAXITY"

bt waning Butinsss GlaBaty

MNP.ca



Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Canadian generally accepted auditing standards will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually cr in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional
Judgment and maintain professional skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Municipality’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
. Conclude on the appropriateness of management's use of the going concern basis of accounting and,

based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Municipality's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor's report. However, future events or conditions may cause the Municipality to
cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

o Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business units within the Municipality as a basis for forming an
opinion on the consolidated financial statements. We are responsible for the direction, supervision and
review of the audit work performed for the purposes of the group audit. We remain solely responsible
for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

MM cep

Fort Frances, Ontario Chartered Professional Accountants
May 25, 2026 Licensed Public Accountants

MNP



Town of Fort Frances

Consolidated Statement of Financial Position
As at December 31, 2025

2025 2024
Financial assets
Cash and cash equivalents (Nofe 2) 3,719,659 2,821,984
Portfolic investments (Note 3) 23,691,085 23,450,887
Accounts receivable 5,308,846 6,516,557
Property tax receivable 923,612 1,061,628
Investment in government business entities (Nofe 4) 6,897,005 6,743,048
Total of assets 40,540,207 40,594,104
Liabilities
Accounts payable and accruals 6,703,568 4,161,545
Employee benefit obligations (Note 6) 97,132 111,443
Deferred revenue (Note 7) 3,523,633 3,760,428
Asset retirement obligations (Note 8) 2,676,137 2,605,033
Total of financial liabilities 13,000,470 10,638,449
Net financial assets 27,539,737 29,955,655
Non-financial assets
Tangible capital assets (Note 9) 123,045,780 115,661,550
Inventories of supplies / Inventories held for use 625,692 568,676
Prepaid expenses 625,084 561,591
Land Held for Sale 1,297,664 1,349,664
Total non-financial assets 125,594,220 118,141,481
Accumulated surplus (Nofe 10) 153,133,957 148,097,136

Approved on behalf of the Council

‘,/-' / e : Mayor WQ&&@ Treasurer

The accompanying notes are an integral part of these consolidated financial statements
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Town of Fort Frances

Consolidated Statement of Operations and Accumulated Surplus
For the year ended December 31, 2025

2025 2025 2024

Budget

(Unaudited)

Revenue

Property taxes 14,304,682 14,283,054 14,082,535
Government transfers (Note 11), (Note 12) 19,074,096 10,729,860 7,489,107
User fees and service charges 9,369,036 10,058,191 9,456,577
Investment income 172,000 1,159,107 1,181,805
Permits, licences, and fines 62,650 65,140 78,226
Other revenue (Note 13) 607,006 868,626 855,781
Municipal accommodation taxation 350,000 447,196 370,578
Income from Government Business Enterprises - 153,957 35,830

43,939,470 37,765,131 33,550,439

Program expenses

General Government 2,846,310 4,821,880 3,630,337
Protection Services 4,899,593 5,408,719 4,888,846
Transportation Services 7,070,886 6,009,296 5,785,920
Environmental services 6,681,268 6,961,455 6,216,489
Health Services 2,017,642 1,994,793 1,917,156
Social and family services 380,590 369,832 360,176
Social Housing 1,029,000 1,027,345 964,298
Recreation and Cultural Services 5,376,921 5,428,264 5,337,882
Planning and Development 451,841 706,726 797,072
Total expenditures 30,754,051 32,728,310 29,898,176
Annual surplus 13,185,419 5,036,821 3,652,263
Accumulated surplus, beginning of year - 148,097,136 144,444 873
Accumulated surplus, end of year 13,185,419 153,133,957 148,097,136

The accompanying notes are an integral part of these consolidated financial statements

2



Town of Fort Frances
Consolidated Statement of Change in Net Financial Assets
For the year ended December 31, 2025

2025 2025 2024
Annual surplus 13,185,419 5,036,821 3,652,263

Acquisition of tangible capital assets (29,719,165) (13,206,371) (6,924,707)
Amortization of tangible capital assets 7,200,000 5,776,352 5,578,780
Proceeds on sale of tangible capital assets - 20,000 16,101
Proceeds on sale of land held for sale - 52,000 227,674
Loss (gain) on disposal of tangible capital assets - 25,787 796
Loss on disposal of land held for sale - - 123,154

(22,519,165) (7,332,232) (978,202)

Acquisition of supplies inventaries - (57,014) (10,643)
Acquisition of prepaid expenses - (63,493) (48,179)

. (120,507) (58,822)

Increase (decrease) in net financial assets (9,333,746) (2,415,918) 2,615,239
Net financial assets, beginning of year 29,955,655 29,955,655 27,340,416
Net financial assets, end of year 20,621,909 27,639,737 29,955,655

The accompanying notes are an integral part of these consolidated financial statements
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Town of Fort Frances

Consolidated Statement of Cash Flows
For the year ended December 31, 2025

2025 2024
Operating activities
Annual surplus 5,036,821 3,652,263
Non-cash items

Amortization 5,776,352 5,578,780
Accretion 71,104 75,888
Gain (loss) on disposal of capital assets 25,787 796
Earnings (loss) from investment in business entities (153,957) (35,830)
10,756,107 9,271,897

Changes in working capital accounts
Accounts receivable 1,207,711 2,503,084
Inventory (57,014) (10,643)
Prepaid expenses and deposits (63,493) (48,179)
Taxes receivable 138,016 (313,226)
Accounts payable and accruals 2,542,023 (20,461)
Deferred revenue (236,796) 324,150
Post-employment benefits (14,311) (13,353)
14,272,243 11,693,279

Capital activities

Purchases of tangible capital assets (13,206,371) (6,924,707)
Proceeds from disposal of tangible capital assets 20,000 16,101
(13,186,371)  (6,908,6086)
Investing activities

Proceeds on disposition of land held for sale 52,000 227 674
Acquisition of land assets held for sale - 123,154
Withdrawals from (investments in) portfolic investments (240,197) (6,799,342)
(188,197)  (6,448,514)
Increase (decrease) in cash resources 897,675 (1,663,841)
Cash resources, beginning of year 2,821,984 4,485,825
Cash resources, end of year 3,719,659 2,821,984

The accompanying notes are an integral part of these consolidated financial statements
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Town of Fort Frances

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Significant accounting policies

These consolidated financial statements are the representations of management, prepared in accordance with Canadian
public sector accounting standards and including the following significant accounting policies:

Basis of accounting

Revenues and expenditures are reported on the accrual basis of accounting. The accrual basis of accounting recognizes
revenues as they become available and measurable; expenses are recognized as they are incurred and measurable as a
result of receipt of goods or services and the creation of a legal obligation to pay.

The consolidated statement of financial position reflects all of the financial assets and liabilities of the Municipality. Financial
assets are those assets which could provide resources to discharge existing liabilities or finance future operations. Non-
financial assets are not available to discharge existing liabilities and are held for use in the provision of services. They have
useful lives extending beyond the current year and are not intended for sale in the ordinary course of operations. The
change in non-financial assets during the year, together with the excess of revenues over expenses, provides the change in
net financial position for the year. Accumulated surplus represents the financial position of the Municipality, and is the
difference between its assets and liabilities. This provides information about the Municipality's overall future revenue
requirements and its ability to finance activities and to meet its cbligations.

Basis of Consolidation

The consolidation financial statements reflect the assets, liabilities, revenue and expenses of all municipal crganizations,
committees and boards which are owned ar controlled by the Municipality. All interfund assets and liabilities and revenues
and expenditures have been eliminated on consolidation.

The following boards and municipal enterprises owned or controlled by Council have been consolidated:

Library Board
Waterworks
Business Improvement Area

A government partnership exists where the Municipality has shared control over the board or entity. The Municipality's pro-
rata share of the assets. liabilities, revenues and expenditures are reflected in the consclidated financial statements using
the proportionate consoclidation method. No propoertionate interest or government partnerships are reflected in the
consolidated financial statements.

The following boards are not consolidated:

Northwestern Health Unit
District of Rainy River Services Board

Government business enterprises are separate legal entities which do not rely on the Municipality for funding. The
Municipality's government business enterprises consist of investments in Fort Frances Power Corporation and Fort Frances
Network Services Corporation. These investments are accounted for using the maodified equity basis of accounting. Under
this methed, the government business enterprise's accounting policies, which follow Canadian generally accepted
accounting principles for publicly accountable enterprises, are not adjusted to conform with Public Sector Accounting
Standards and inter-entity transactions and balances are not eliminated.

Cash and cash equivalents

Cash and cash equivalent include balances with banks and short-term investments with maturities of three months or less.
Cash subject to restrictions that prevent its use for current purposes is included in restricted cash.

Inventory

Inventory of supplies are recorded at the lower of cost or net replacement value.




Town of Fort Frances

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Significant accounting policies (Continued from previous page)

Deferred Revenue

Funds received for specific purposes which are externally restricted by legislation, regulation or agreement and are not
available for general municipal purposes are accounted for as deferred revenue on the statement of financial position. The
revenue is recognized on the statement of operations in the year in which it is used for the specified purpose.

Tangible capital assets

Tangible capital assets are initially recorded at cost less accumulated amortization. Cost includes all costs directly
attributable to acquisition or construction of the tangible capital asset including transportation costs, installation costs,
design and engineering fees, legal fees and site preparation costs. Contributed tangible assets are recorded at their fair
value at the date of contribution.

When conditions indicate that a tangible capital asset no longer contributes to the Municipality's ability to provide goods and
services, or that the value of future economic benefits associated with a tangible capital asset is less than its net book
value, the Municipality reduces the cost of the asset to reflect the decline in it's value. Write-downs of tangible capital assets
are not reversed.

Amortization

Tangible capital assets are amortized annually using the following methods at rates intended to amortize the cost of the
assets over their estimated useful lives:

Method Rate

Land Improvements straight-line 40 years
Buildings straight-line 40 years
Machinery and Equipment straight-line 10 to 15 years
Roads and bridges straight-line 15 to 80 years
Water infrastructure straight-line 40 to 80 years
Sewer infrastructure straight-line 40 to 80 years
Vehicles straight-line 7 to 12 years
Computer hardware and

software straight-line 5 years

Revenue recognition
Tax revenue

The Municipality recognizes taxes as assefs and revenue when they meet the definition of an asset; are authorized by a
legislature, council, or legislative convention; and the taxable event has occurred. For property taxes, the taxable event is
the period for which tax is levied. Taxes receivable are recognized net of an allowance for anticipated uncollectable
amounts.

Tax revenue is initially measured at management's best estimate of the amount resulting from the original taxable event in
accordance with tax legislation. The related tax receivable is initially recognized at its realizable value at the date of
acquisition. At each financial statement date, the Municipality evaluates the tax receivable for collectability and records a
valuation allowance to reflect the tax receivable at its net recaverable amount, if necessary. However, the total amount of
tax revenue recognized may change due to future reassessments such as audits, appeals and court decisions.

User Fees and other revenues are recognized when the services are performed or goods are delivered and there is
reasonable assurance of collection.

Government Transfers

Government transfers, which include legislative grants, are recognized as revenue on the consolidated financial statements
when the transfer is authorized and any eligibility criteria are met, except to the extent that transfer stipulations give rise to
an obligation that meets the definition of a liability. When transfer stipulations give rise to a liability, government transfers
are recognized as deferred revenue and recognized as revenue when the stipulations are settled.




Town of Fort Frances

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Significant accounting policies (Continued from previous page)

School Boards

The Municipality collects taxation revenue on behalf of the school boards. The taxation, other revenue, expenditures, assets
and liabilities with respect to the operation of the school boards are not reflected in these consolidated financial statements.

Asset retirement obligation

A liability for an asset retirement obligation is recognized at the best estimate of the amount required to retire a tangible
capital asset (or a component thereof) at the financial statement date when there is a legal obligation for the Municipality to
incur retirement costs in relation to a tangible capital asset (or component thereof), the past transaction or event giving rise
to the liability has occurred, it is expected that future economic benefits will be given up, and a reascnable estimate of the
amount can be made. The best estimate of the liability includes all costs directly attributable to asset retirement activities,
based on information available at December 31, 2025. The best estimate of an asset retirement obligatiocn incorporates a
present value technique, when the cash flows required to settle or otherwise extinguish an asset retirement obligaticn are
expected to occur over extended future periods.

When a liability for an asset retirement obligation is initially recognized, a corresponding asset retirement cost is capitalized
to the carrying amount of the related tangible capital asset (or component thereof). The asset retirement cost is amortized
over the useful life of the related asset.

At each financial reporting date, the Municipality reviews the carrying amount of the liability. The Municipality recognizes
period-to-period changes to the liability due to the passage of time as accretion expense. Changes to the liability arising
from revisions to either the timing, the amount of the original estimate of undiscounted cash flows or the discount rate are
recognized as an increase or decrease to the carrying amount of the related tangible capital asset.

The Municipality continues to recognize the liability until it is settled or otherwise extinguished. Disbursements made to
settle the liability are deducted from the reported liability when they are made.

Retirement benefits and Other Employee Benefit Plans

The Municipality is an employer member of the Ontario Municipal Employees Retirement System (OMERS), which is a
multi-employer, defined benefit pension plan. The Board of Trustees, representing plan members and employers, is
responsible for overseeing the management of the pension plan, including investment of the assets and administration of
the benefits. The Municipality has adopted defined contribution plan accounting principles for this plan because insufficient
information is available to apply defined benefit plan accounting principles. The Municipality records as pension expense the
current service cost, amortization of past service costs and interest costs related to the future employer contributions to the
Plan for past employee service.

Use of estimates

The preparaticn of consolidated financial statements in conformity with Canadian public sector accounting standards
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the consoclidated financial statements, and the reported amounts
of revenue and expenses during the reporting period.Actual results could differ from management's best estimates as
additional information becomes available in the future.

The estimates used in preparation of these consolidated financial statements are the useful lives of property, plant and
equipment, the present value of the asset retirement obligations, the present value of the Municipality's employee post-
retirement benefits and taxation revenue.

By their nature, these judgments are subject to measurement uncertainty, and the effect on the consolidated financial
statements of changes in such estimates and assumptions in future years could be significant. These estimates and
assumptions are reviewed periodically and, as adjustments become necessary they are reported in earnings in the years in
which they become known.

Trust Funds

Trust Funds held in trust by the Municipality, and their related operations, are not included in these consolidated financial
statements. The financial activity and position of the Trust Funds are reported separately on the Trust Funds statement of
continuity and balance sheet.




Town of Fort Frances

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Significant accounting policies (Continued from previous page)

Financial instruments

Cash and equity instruments quoted in an active market are measured at fair value. Accounts receivable, accounts payable,
and long-term debt are measured at cost or amortized cost. The carrying amount of each of these financial instruments is
presented on the statement of financial position.

The Municipality subsequently measures investments in equity instruments qucted in an active market and all derivative
instruments, except those that are linked to, and must be settled by delivery of, unquoted equity instruments of another
entity, at fair value. Transactions to purchase or sell these items are recorded on the trade date. Net gains and losses
arising from changes in fair value are recognized in the statement of remeasurement gains and losses. Interest income is
recognized in the statement of operations Investments in equity instruments not quoted in an active market and derivatives
that are linked to, and must be settled by delivery of, unquoted equity instruments of another entity, are subsequently
measured at cost. With the exception of those instruments designated at fair value, all other financial assets and liabilities
are subsequently measured at amortized cost using the effective interest rate method.

Transaction costs directly aftributable to the origination, acquisition, issuance or assumption of financial instruments
subsequently measured at fair value are immediately recognized in operating annual surplus. Conversely, transaction costs
are added to the carrying amount for those financial instruments subsequently measured at cost or amortized cost.

All financial assets except derivatives are tested annually for impairment. Management considers whether the investee has
experienced continued losses for a period of years, recent collection experience for the loan, such as a default or
delinquency in interest or principal payments, etc. in determining whether objective evidence of impairment exists. Any
impairment, which is not considered temporary, is recorded in the statement of operations. Write-downs of financial assets
measured at cost and/or amortized cost to reflect losses in value are not reversed for subsequent increases in value.
Reversals of any net remeasurements of financial assets measured at fair value are reported in the statement of
remeasurement gains and losses.

Cash and cash equivalents

The balance of cash and cash equivalents reported on the consolidated statement of financial position is made up of the
following:

2025 2024
Unrestricted 1,610,508 1,165,778
Restricted by Council Resolution 2,109,151 1,656,206

3,719,659 2,821,984

Certain surplus funds are set aside by by-laws or Council resolution for specific purposes and referred to as reserve
funds.Cash and cash equivalents restricted by Council resolution represent assets that are maintained in respect of those
reserve funds (Note 10).




Town of Fort Frances

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Portfolio investments

2025 2024
Internally restricted investments:
Interest bearing savings account, variable interest, with a rate at year-end of 2.775% (2024
- 4.275%) 10,359,512 10,173,167
Bond funds held in a Canadian Bank (interest rates ranging from 4.333% to 6.534%) 6,812,910 5,968,628
Principal protected notes 3,708,896 2,500,000
Mutual funds held in a Canadian Bank 488 1,488,900
GIC, 5.05% annual interest rate (2024 - 5.05%), matured February 3, 2025 - 110,114
GIC, 3.45% annual interest rate (2024 - 3.45%), matured December 23, 2025 - 631,736
Non-interest bearing savings account 10,001 10,001

20,891,807 20,882,546

Externally restricted investments:
Interest bearing savings account, variable interest, with a rate at year-end of 2.775% (2024
- 4.275%) 2,799,278 2,568,341

23,691,085 23,450,887

Income from investments for the year was $926,858 (2024 - $931,995).

The Municipality's investments are all Level 1 investments with quoted prices in active markets. Fair market value for
recognition and measurement purposes is based on the quoted prices. There are $6,896 (2024 - $11,100) of recognized
unrealized losses on the Municipality's investments.

Restricted investments include investments restricted by Council resolution and externally restricted investments.

Certain surplus funds are set aside by by-laws or Council resolution for specific purposes and referred to as reserve funds.
Investments restricted by Council resolution represent assets that are maintained in respect of those reserve funds (Note
10).

Externally restricted investments represent assets that are maintained in respect of deferred revenue (Note 5).

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises three types of risk: currency risk, interest rate risk, and other price risk. The
Municipality is mainly exposed to interest rate risk in relation to its guaranteed investment certificates. The fair values of
these investments are subject to changes based on fluctuations in the prevailing market interest rates.




Town of Fort Frances

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

4. Investments in partnerships and government business entities

The Municipality has investments in the following entities:

2025
Cumulative
Investment share of Total
cost earnings (loss) investment
Wholly-owned Businesses:
Fort Frances Power Corporation 5,807,391 1,084,902 6,892,293
Fort Frances Network Services Corporation 1 4,711 4,712

5,807,392 1,089,613 6,897,005

2024
Cumulative
share of Total
Investment cost  earnings (loss) investment
Wholly-owned Businesses:
Fort Frances Power Corporation 5,807,391 920,297 6,727,688
Fort Frances Network Services Carporation 1 15,359 15,360
5,807,392 935,656 6,743,048

The investment in Fort Frances Power Corporation was established for the purposes of distributing electrical power to the
Town of Fort Frances. The Municipality holds 100% of the commean shares of Fort Frances Power Corporation.

The investment in Fort Frances Network Services Corporation was established for the purposes of providing utility
maintenance services to the Town of Fort Frances. The Municipality holds 100% of the common shares of Fort Frances
Netwark Services Corporation.

Summary financial information for each business partnership, accounted for using the modified equity method, for their
respective year-end is as follows:

Fort Frances
Fort Frances Network
Power Services
Corporation Corporation
As at December As at December
31, 2025 31, 2025
Assets
Current assets 6,237,422 16,252
Regulatory assets 205,886 -
Future income tax assets 5,669 -
Property, plant and eguipment 5,756,267 -
Total assets 12,205,244 16,252
Liabilities
Current liabilities 3,812,580 11,540
Regulatory liabilities 1,500,371 -
Total liahilities 5,312,951 11,540
Net assets 6,892,293 4,712
Total revenue 12,377,389 721
Total expenses 12,212,784 11,369
Net income (loss) 164,605 (10,648)
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Town of Fort Frances

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Bank indebtedness

Bank indebtedness is secured by the annual By-Law from The Corporation of the Town of Fort Frances to authorize
borrowing to meet current expenditures. The maximum authorized amount is $4,000,000 and bears interest at the prime
rate less 0.5%. As at 2025, $NIL (2024 - $NIL) was drawn under this facility.

Post-Employment Benefits Liabilities

Post-employment benefits liabilities reported on the consolidated statement of financial position are comprised of the
following:

2025 2024

Post-employment benefits liabilities 84,632 98,943
Life insurance coverage 12,500 12,500
97,132 111,443

On February 4, 2011, the Municipality became responsible for providing the following post-retirement benefits on behalf of
its eligible full-time employees who are members of the Fort Frances Professional Fire Fighters Association:

e Extended health care
o Dental benefits

The latest actual valuation was performed on December 31, 2025.

2025 2024
Post-employment benefits Liabilities
Accrued post-retirement benefits obligations 80,730 82,106
Unamortized actuarial gains 3,902 16,837
Post-retirement benefits liabilities 84,632 98,943

The total expenses related to post-employment benefits liabilities include the following components:

2025 2024

Current year service costs 3,769 3,628
Interest on accrued benefits obligations 2,990 3,405
Amortization of net estimation adjustments (2,670) (3,186)
4,089 3,847

Benefits payments during the year 18,400 17,200

The significant actuarial assumptions adopted and estimated for the calculation of the accrued benefits obligations are as
follows:

Discount on accrued benefits obligations 4.30% (2024 - 3.90%)

Dental cost trend rates 4.00% (2024 - 5.00%)
Extended health care trend rates 6.58% (2024 - 5.60%)

As at December 31,2025, the Municipality's post-retirement benefits were 100% unfunded.
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Town of Fort Frances

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Deferred Revenue

Externally

Restricted
Opening  Contributions Investment Revenue Ending
Balance received Income Recognized Balance
Federal and Provincial gas tax 1,483,355 558,428 49,805 (961,642) 1,129,946
OCIF 1,084,986 1,267,581 57,052 (740,287) 1,669,332

NORDS 365,595 185,742 15,734 (567,071) -

Other 826,492 650,028 - (752,165) 724,355
3,760,428 2,661,779 122,591 (3,021,165) 3,523,633

Federal and Provincial Gas Tax

The Federal and Provincial Governments advance the Municipality funding related to gasoline tax. This funding must be
spent on approved infrastructure projects. The funding can be deferred for a maximum of 5 years.

Asset retirement obligation

The Municipality is legally required to perform closure and post-closure activities upon retirement of the Municipality's solid

waste landfill, which is estimated to be in 11 years. The Municipality recognized a liability for the asset retirement obligation
and a corresponding amount has been capitalized as an asset retirement cost and added to the carrying value of the solid

waste landfill. The asset retirement cost is amortized on a straight line basis over the useful life of the landfill.

The Municipality estimated the amount of the liability using undiscounted future expenditures estimated to retire the tangible
capital asset. The significant assumptions used to determine the best estimate of the liability include:

. The liability for the landfill has been estimated using a net present value technigue with a discount rate of 3%
(2024 - 3%). The estimated total undiscounted future expenditures are $3,409,014 (2024 - $3,409,014), which
are to be incurred over 25 years.

2025 2024
Balance, beginning of year 2,023,905 1,964,956
Accretion 60,717 58,949
Balance, end of year 2,084,622 2,023,905

The Municipality is legally required to perform abatement of asbestos within certain properties owned by the Municipality.
The Municipality recognized a liahility far the asset retirement obligation and a carresponding amount has been capitalized
as an asset retirement cost and added to the carrying value of related tangible capital assets. The asset retirement cost is
amortized on a straight-line basis over the useful life of the related tangible capital assets.

The Municipality estimated the amount of the liability using undiscounted future expenditures estimated to retire the tangible
capital asset. The significant assumptions used to determine the best estimate of the liability include:

o The liability for the abatement of asbestos has been estimated using a net present value technique with a
discount rate of 3% (2024 - 3%). The estimated total undiscounted future expenditures are $2,220,446 (2024 -
$2,220,446), which are to be incurred over the next 59 years. It is estimated that the liabilities will be fully
settled in the December 31, 2083 fiscal year.

2025 2024
Balance, beginning of year 581,128 564,189
Accretion 10,387 16,939
Balance, end of year 591,515 581,128
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Town of Fort Frances

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Tangible capital assets

2025
Accumulated Net book
Cost Additions Disposals amortization value
Land & Land Improvements 6,184,367 - - 1,774,339 4,410,028
Buildings 60,166,615 5,686,871 96,797 33,133,436 32,623,253
Vehicles 6,294,557 498,882 128,508 2,850,238 3,814,693
Office furniture and equipment 429,900 - - 402,387 27,513
Machinery and equipment 17,345,461 817,184 49,508 9,736,324 8,376,813
Computer hardware and software 1,751,455 261,303 10,323 1,319,062 683,373
Assets under construction 143,058 (54,088) - - 88,970
Roads and bridges 76,860,754 2,719,076 - 45,349,982 34,229,848
Water Infrastructure 26,087,165 883,894 - 10,002,048 16,969,011
Landfill 475,517 - - 402,981 72,536
Land held for sale 2,897 - - - 2,897
Sewer infrastructure 32,288,532 2,393,249 - 12,934,936 21,746,845
228,030,278 13,206,371 285,136 117,905,733 123,045,780
2024
Accumulated Net book
Cost Additions Disposals amortization value
Land & Land Improvements 6,184,367 - - 1,609,238 4,575,129
Buildings 58,258,908 1,907,707 - 31,796,345 28,370,270
Vehicles 5,698,899 619,314 23,654 2,597,744 3,696,815
Office furniture and equipment 421,690 8,210 5 400,157 29,743
Machinery and equipment 16,221,594 1,123,867 “ 8,704,464 8,640,997
Computer hardware and software 1,572,070 181,836 2,451 1,081,198 670,257
Assets under construction 377,668 (234,610) - - 143,058
Roads and bridges 74,797,397 2,063,357 - 43,733,949 33,126,805
Water Infrastructure 25,708,256 378,909 - 9,611,275 16,475,890
Landfill 475,517 - - 394,921 80,596
Land held for sale 2,897 - - - 2,897
Sewer infrastructure 31,412,415 876,117 - 12,439,439 19,849,093
221,131,678 6,924,707 26,105 112,368,730 115,661,550

Amortization expense of $5,776,352 (2024 - $5,578,780) was recorded in Amartization expense. Total amortization expense
comprises $1,404,734 amortization for buildings, $381,002 for vehicles, $1,082,504 amortization for machinery, equipment
and furniture, $248,186 amortizaticn for Computer hardware and software, $826,960 amortization for water and sewer
infrastructure, $1,659,806 amortization for roads, and $173,160 for land improvements and the solid waste landfill.
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Town of Fort Frances

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

10.

Accumulated surplus

Accumulated surplus consists of the following:

2025 2024
Investment in tangible capital assets
Tangible capital assets 123,045,780 115,661,550
Land held for sale 1,297,664 1,349,664
124,343,444 117,011,214
Operating surplus
General operating 243,084 421,871
Business improvement area 45,505 73,621
288,589 495,492
Other allocated deficits
Asset retirement obligations (2,676,137) (2,605,033)
Employee future benefits (97,132) (111,443)
(2,773,269)  (2,716,476)
Reserve Funds
Waterworks projects 9,528,987 12,506,913
Replacement of vehicles and equipment 766,382 530,173
Library building 1,958,934 1,842,372
Landfill Closure 1,574,787 1,379,835
Parks and cemeteries 27,505 26,421
Corporate projects and contingencies 8,564,098 8,328,822
Cultural projects 42,252 40,588
Townsend theatre 165,243 158,733
22,628,188 24,813,857
Working capital reserve 1,750,000 1,750,000
Investment in government business enterprises 6,897,005 6,743,049
153,133,957 148,097,136

The investment in tangible capital assets represents amounts already spent and invested in infrastructure and other non-

financial assets.

Reserve funds represent funds set aside by by-law or Council resolution for specific purposes.
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Town of Fort Frances

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

Government Transfers - Federal

2025 2024
Operating
FedNor 32,631 61,902
Other 31,979 17,666
Total Federal operating transfers 64,610 79,568
Tangible Capital Assets
Association of Municipalities of Ontario-Canada Community Building Fund 762,876 570,557
FedNor 177,526 162,761
Investing in Canada Infrastructure Program 288,993 292 770
Transport Canada - 312,398
Other 138 1,715
Total federal tangible capital asset transfers 1,229,533 1,340,201
Total federal transfers 1,294,143 1,419,769
Government Transfers- Provincial

2025 2024
Operating
Ontario Municipal Partnership Fund 3,817,800 3,447,300
Ministry of Transpaortation 13,987 10,639
Ontario Senior's Secretariat 55,000 51,137
Ontario Provincial Police 151,864 136,838
Municipal Disaster Recovery Assistance 47,205 -
Mobile Crisis Response Team (MCRT) Enhancement 77,572 -
Other 69,356 68,036
Total provincial operating transfers 4,232,784 3,713,950
Tangible Capital
Ministry of Transportation 3,275,517 -
Northern Ontario Heritage Fund 580,338 1,066,477
Ministry of Infrastructure 740,287 953,914
Ministry of Agriculture, Food and Rural Affairs - 276,732
Ministry of Northern Development, Mines, Natural Resources and Forestry 567,071 -
Other 39,720 58,265
Total provincial tangible capital asset transfer 5,202,933 2,355,388
Total pravincial transfers 9,435,717 6,069,338
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Town of Fort Frances

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

13.

14.

15.

16.

Other income

2025 2024
Penalties and interest on taxes 174,513 160,112
Rents, concessions and franchises 169,394 180,937
Donations 189,375 323,020
Gain (loss) on disposal of tangible capital assets (25,787) (796)
Provincial offences 332,255 297,556
Gain (loss) on disposal of land held for sale - (123,154)
Insurance proceeds and other recoveries 28,876 18,1086

868,626 855,781

Related party transactions

The Municipality owns 100% of the common shares of Fort Frances Power Corporation. Fort Frances Power Corporation
provides electricity and services to the Municipality. The following is a summary of the significant related party transactions
for the year.

2025 2024
Revenue from services provided to Fort Frances Power Corporation 51,094 34,222
Expenses for electricity purchased from Fort Frances Power Corporation 920,325 819,158
Other purchased services provided by Fort Frances Power Corporation 210,871 127,421
Operations of School Boards

2025 2024
During the year the following taxation revenue was raised and remitted to the school
boards 1,405,404 1,398,939

Budget

The Financial Plan (Budget) By-Law adopted by Council on March 24, 2025, was not prepared on a basis consistent with
that used to report actual results (Public Sector Accounting Standards). The budget was prepared on a modified accrual
basis while Public Sector Accounting Standards now require a full accrual basis. The budget figures anticipated the use of
surpluses accumulated in previous years to reduce current year expenses in excess of current year revenues to $NIL. In
addition, the budget expensed all tangible capital expenses rather than including amortization expense. As a result, the
budget figures presented in the consolidated statement of operations and change in net financial assets represent the
Financial Plan adopted by Council on March 24, 2025 with adjustments as follows:

Financial Plan (Budget) by-law deficit for the year -

Add:

Budgeted tangible capital asset additions 29,719,165
Less:

Budgeted transfers from reserve funds (9,333,746)

Budgeted amortization (7,200,000)
Budget surplus per consolidated statement of operations 13,185,419
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Town of Fort Frances

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

17.

18.

19.

Pension Agreement

The employees of the Municipality participate in the Ontario Municipal Employees Retirement System (OMERS). The
Municipality also makes contributions to the OMERS plan on behalf of its employees. The plan has a defined benefit option
at retirement available to some employees, which specifies the amount of the retirement benefit plan to be received by the
employees based on length of service and rates of pay. However, the plan is accounted for as a defined contribution plan
as insufficient information is available to account for the plan as a defined benefit plan. The Municipality is only one of a
number of employers that participate in the plan and the financial information provided to the Municipality on the basis of the
contractual agreements is usually insufficient to reliably measure the Municipality's proportionate share in the plan assets
and liabilities

The contributions payable in exchange for services rendered during a period are recognized as an expense during that
period. Contributions made by the Municipality to OMERS for 2025 were $711,120 (2024 - $705,310) for current services.

As at December 31,2025, the OMERS plan was 99% (December 31, 2024 - 98%) funded and reported an actuarial funding
deficit of $1.3 billion (2024 - $2.9 billion). CMERS has a strategy to return the plan to a fully funded position. The
Municipality is not able to assess the implications, if any, of this strategy or of the withdrawal of other participating Entities
from the OMERS plan on its future contributions.

Trust Funds

The Trust Funds administered by the Municipality amounting to $1,107,064 (2024 - $1,100,923) have not been included on
the consolidated statement of financial position nor have their operations been included on the consolidated statement of
operations.

2025 2024
Contributions to Unconsoclidated Boards
The following contributions were made by the Municipality to these Boards:

2025 2024
Northwestern Health Unit 455,701 384,391
District of Rainy River Services Board 2,324,535 2,242 976

2,780,236 2,627,367
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Town of Fort Frances

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025

20.

Segments

The Corporation of the Town of Fort Frances is a diversified municipal government institution that provides a wide range of
services to its citizens. Management of the Municipality considers decisions based on separate service areas. These
service areas are general government, protection services, transportation services, environmental services, health services,
social and family services, social housing, recreation and cultural services and planning and development.

Descripticns of the services and funds that management bases their decisions on, are as follows:

General Government
General government consists of governance, Corporate management and program support. These categories relate to
operations of all of the various programs and services that the Municipality offers to its citizens.

Protection Services

Protection is comprised of police service and fire protection. Police Service is contracted out to the Ontario Provincial
Police. The fire department is responsible to provide fire suppression service, fire prevention programs, training and
education related to prevention, detection or extinguishment of fires.

Transportation Services
The transportation services area provides construction and maintenance of the roadways throughout Municipality as well as
the municipal airport.

Environmental Services
Environmental services consist of the management and maintenance of the sanitary sewer system, waterworks system and
waste disposal facility located within the municipal borders.

Health Services
Health Services are comprised of public health services and ambulance service. The Municipality contributes to local
boards which provide these services to the citizens of the Municipality.

Social and Family Services
Social and Family Services are comprised of general assistance, child care and assistance to the aged. The Municipality
contributes to local boards which provide these services to the citizens of the Municipality.

Social Housing
The Municipality contributes to a local board, which provides sccial housing if the citizens of the Corporation of the Town of
Fort Frances require the service.

Recreation and Cultural Services
This service area consists of the operation and maintenance of local parks, recreation facilities, cultural facilities and the
town library.

Planning and Development
These services relate to zoning issues as well as planning of various municipal maintenance projects.
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Town of Fort Frances

Schedule 1 - Schedule of Consolidated Expenses by Object
For the year ended December 31, 2025

2025 2024
Consolidated expenses by object

Salaries and benefits 10,397,958 10,012,318
Materials 4,731,746 4,580,808
Contracted services 5,990,922 5,010,500
Rents and financial 2,682,170 1,668,571
External transfers 3,249,162 3,047,099
Amortization 5,776,352 5,578,780

32,728,310 29,898,176
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Town of Fort Frances

Schedule 2 - Consolidated Schedule of Segmented Disclosure
For the year ended December 31, 2025

General Protection Transportation Envirenmental Heaith Socjal and Social Recreation  Planning and 2025
Government Services Services services Services family services Housing and Cultural ~ Development
Services
Revenue

Property Taxes 2,100,518 2,121,949 320,410 3,031,669 2,378,809 134,377 1,956,603 2,022,013 216,706 14,283,054
User fees and service charges 105,903 43,690 772,963 7,697,622 72,456 56,399 - 1,162,209 146,949 10,058,191
Other revenue 396,192 400,236 60,435 547,641 448,684 49,529 369,048 381,388 40,875 2,694,026
Unconditional grants 561,460 567,188 85,644 787,761 635,846 58,509 522,992 540,475 57,925 3,817,800
Canditional granls 8,738 546,467 5,275,106 14,663 - 61,920 - 795,009 210,157 6,912,060
3,172,811 3,679,530 6,514,558 12,079,356 3,535,795 360,734 2,848,643 4,901,092 672,612 37,765,131

Expenses
Salaries and benefils 1,786,558 1,833,605 2,124,024 1,652,405 263,662 43,534 - 2,608,569 85,601 10,397,958
Malerials 697,292 262,000 1,043,466 1,370,432 82,020 55,363 - 1,115,629 105,544 4,731,746
Conlracted services 121,906 3,120,945 596,003 1,570,446 6,464 9,794 - 284,688 280,678 5,990,922
Renls and financial 1,816,954 37,798 148,020 301,059 - 9,693 - 257,338 11,307 2,582,170
Exiernal transfers 114,000 31,747 - 31,581 1,619,270 201,621 1,027,345 - 223,598 3,249,162
4,536,710 5,286,095 3,911,513 4,925,923 1,971,416 320,005 1,027,345 4,266,225 706,726 26,951,958
Net revenue, before amortization (1,363,899} (1,606,565) 2,603,045 7,153,433 1,564,379 40,729 1,821,298 634,867 (34,114) 10,813,173
Amartization 285,170 122,624 2,097,783 2,035,532 23,377 49,827 - 1,162,039 - 5,776,352
Net revenue (1,649,069)  (1,729,189) 505,262 5,117,901 1,541,002 (3,098) 1,821,298 (527,172) (34,114) 5,036,821
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Town of Fort Frances

Schedule 2 - Consolidated Schedule of Segmented Disclosure
For the year ended December 31, 2025

General Protection  Transportation  Environmenta!  Health Services Social and  Sccial Housing  Recreation and Planning and 2024
Government Services Services services family services Cultural Development
Services
Revenue
Property Taxes 2,661,828 2,201,465 1,804,048 2,917,559 897,998 142,233 1,406,079 1,781,377 269,948 14,082,535
User fees and service charges 115,182 55,644 700,526 7,333,464 69,537 49626 - 8944 844 187,754 9,456,577
Conditional grants - 214,987 1,963,648 14,469 10,646 58,205 - 1,555,897 223,955 4,041,807
Unconditional grants 651,596 538,902 441,617 691,606 219,823 57 409 344,198 436,068 66,081 3,447,300
Other revenue 476,742 394,288 323,110 498,359 160,834 49,657 251,833 319,049 48,348 2,522,220
3,905,348 3,405,286 9,232,949 11,455,457 1,358,838 357,130 2,002,110 5,037,235 796,086 33,550,439
Expenses
Salaries and benefits 1,769,152 1,661,478 2,045,454 1,472,571 280,136 53,915 - 2,590,674 148,938 10,012,318
Malerials 648,917 231,803 1,058,125 1,138,439 57,324 60,889 - 1,188,287 202,024 4,580,908
Conliracled services 116,870 2,827,203 386,854 1,191,495 7,551 7,065 - 234,180 239,282 5,010,500
Rents and financial 690,865 44 475 249,448 444 079 - 6,200 - 211,865 21,539 1,668,571
External lransfers 118,650 6,347 - 41,446 1,549,052 182,017 964,298 = 185,289 3,047,099
3,334,554 4,771,408 3,734,881 4,288,030 1,894,063 310,086 964,298 4,225,006 797,072 24,319,396
Net revenue, before amortization 570,794 (1,366,120} 1,498,068 7,167,427 (535,225) 47,044 1,037,812 812,229 (9886) 9,231,043
Amoriization 295,783 117,440 2,051,039 1,928,459 23,093 50,090 - 1,112,876 - 5,578,780
Net revenue 275,011 (1,483,560} (552,971) 5,238,968 (558,318) (3,046) 1,037,812 (300,647) (988) 3,652,263
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